Although a workfare scheme is potentially a cost-effective poverty alleviation scheme as only the poor have an incentive to do unskilled manual works, an investigation of the ICRISAT data in India clarifies that the Employment Guarantee Scheme was mistargeted, i.e., the poor did not participate in it. The comparison of the EGS and universalism through SAM model reveals that the former is neither efficient nor equitable than the latter unless the state government carefully designs the scheme so that the EGS assets, such as irrigation facilities, are made accessible to the poor without undermining their positive effects on agricultural productivity.
Introduction
Targeting policy or targeted intervention is defined as the short-run intervention which concentrates limited resources on the poor aiming to reduce poverty. It seems at first sight that targeting is more efficient and results in more equitable distribution than the universalism which transfers resources to all members equally. However, whether targeting is more efficient than universalism is not obvious, because targeting the poor is not possible without costs.
Most recent studies on targeted intervention have focused manly on direct transfer benefits and few evaluated their indirect transfer effects and risk benefits, even thoughthe impact of any anti-poverty intervention is not limited to direct effects (Ravallion and Datt, 1995) . A point of departure of the present analysis is to sheds an empirical light on the indirect effects of targeted interventions in comparison with the universalism. As a case study, the impact of the Employment Guarantee Scheme (hereafter EGS) in the Indian State of Maharashtra is evaluated based on the ICRISAT (International Crops Research Institute for the Semi-Arid Tropics)
Village Level Studies data. Methodologically, the Social Accounting Matrices (SAMs) are applied drawing upon Subramanian (1996) and Subramanian and Sadoulet (1990) to assess the indirect effects of the EGS.
It is often argued that self-targeting scheme which leaves people to decide whether participate or not reduces the cost of targeting significantly and thus becomes one of the costeffective alternatives (eg. Besley and Kanbur, 1993; Dreze and Sen, 1989 ; Sen, 1995) .
However, recent studies by Gaiha (1996 a, b) reveal that the EGS, one of the well-known selftargeting schemes, was mistargeted contrary to the conclusions of the former researches. Our another focus is to investigate how and why the EGS was mistargeted even though theoretically its self-targeting aspects are thought to result in improving targeting efficiency (Besley and Coate, 1992) , and then clarify whether the self-targeting scheme can become the best alternative of targeting.
The next section reviews the recent arguments of the benefits and costs of targeting in comparison with those of universalism. Sections 3 and 4 provides a summary of the salient features of the EGS and data sets. Section 5 discusses how and why the EGS was mistargeted.
Section 6 compares the EGS with universalism by SAM models. The last section offers some concluding remarks with policy implications.
Benefits and Costs of Targeting

General Arguments
Under budget constraints of the governments, directing the resources to the most needy leads to the most efficient policy, but this 'first-best' world is difficult to be achieved in the real world due to various costs of targeting and thus the necessity of considering the 'second-best' world arises (Besley and Kanbur,1993) . While targeting is always perfect and thus better than universalism in helping the poor in the first-best world, the former is not always better than the latter in the second-best world because of the existence of targeting costs.
Then we should ask; what kind of costs may arise in the second-best world. Firstly, it is generally assumed that the administrative costs of identifying the poor are higher in finer targeting, i.e. the trade-off between the administrative costs of targeting and targeting outcomes exists. However, the empirical study of Latin America by Grosh (1995) reveals that the administrative costs of programmes with good incidence need not be high and that there appears to be only a weak correlation between administrative costs and targeting outcomes. On the other hand, universalism itself cannot be exempted from the administrative costs, such as counting and registering the number of households and the population. Therefore, administrative costs are not necessarily the principal factors which make the fine targeting less cost-effective than universalism. Secondly, we need to take into account the costs specific to targeted schemes.
Targeting often affects the behaviour of both the poor as well as the non-poor. The scheme which targets only the poor not just causes the problem of moral hazard but also might damage their self-respect (Sen, 1995) . On the other hand, under the targeting scheme, the non-poor tend to pretend to be poor by providing inaccurate information that they are poor (ibid., p.12). It is obvious that these problems of the behavioral changes do not exist (or are less serious if they exist) in the universalistic scheme.
In order to reduce these costs, some alternative ways of targeting have been proposed.
They include 'the targeting using indicators' and 'self-targeting' Kanbur, 1993, Dreze and Sen, 1989) . The former is the targeting based on key indictors, such as specific region, gender, age, land-holding and so on. If the leakage of the poor and the excess coverage of the non-poor are not so large, the accurate targeting will be possible with minimum costs and the scheme will be more cost-effective than universalism. manual work on a piece-rate basis. In this sense, the decision as to whether to participate is left to the participants. Secondly, until 1988, the wage rate was usually below the agricultural wage rate. Thirdly, as the guarantee holds at district level, a person may be required to travel a long distance for a few days of temporary work.
The scheme must satisfy two criteria: being labour-intensive and creating productive assets (Dev, 1995) . As the EGS is aimed at minimising the recurrence of droughts by prioritising moisture or water conservation, it may indirectly reduce the possible risk for farming households.
Work under the EGS should be so organised that it does not interfere with normal agricultural activities (Gaiha, 2000) .
The Data
The ICRISAT data set covers information on farm production, consumption, wealth, household endowments, labour supply of household members, credit, and market transactions in ten villages in rural India for up to ten years, from the crop year 1975/76 to 1984/85. Most of the data were collected again in 1989/90. Forty households were chosen and surveyed in each village. These forty households were equally stratified into four groups by the landholding class, namely 1) landless households, 2) small-scale farmers, 3) medium-scale farmers, and 4) largescale farmers. This study will use three villages where the survey was continued for ten years.
These three villages are Aurepalle (Mahbubnagar District, Andhra Pradesh), Shirapur (Sholapur District), and Kanzara (Akola District, Maharashtra). The income level of these three villages is lower than the national standard in India. Walker and Ryan (1990, pp.68-70) report that (1) averaging over the three villages and over the nine-year period, the annual per capita income was Rs. 700 in 1977 prices (equivalent to $80 in 1977 prices) and (2) that level was significantly less than the all-India per capita income figure of Rs. 1,080 for 1977 (Directorate of Economics and Statistics, 1979, cited by Walker and Ryan, 1990) . Among the three villages, median income was highest in Kanzara, where agricultural growth had been the most marked, while income level was lowest in Aurepalle (Walker and Ryan, 1990 ).
These three villages have different climatic conditions and agricultural settings. Average rainfall is 710mm, 690mm, and 820mm in Aurepalle, Shirapur and Kanzara respectively (Singh, Binswanger, and Jodha, 1985) . Rainfall in Kanzara is the most assured and thus crop income here is the highest among the three villages, while rainfall in Aurepalle and Shirapur is low and erratic. In Kanzara, only 4 percent of the gross cropped area is irrigated, reflecting the assured rainfall. The major production in Kanzara consists of rainy-season cotton and sorghum. The share of irrigated land in the gross cropped area is 14 percent and 21 percent in Shirapur and Aurepalle respectively. Sorghum is the most important crop in Shirapur, while in Aurepalle (where soils are generally shallow and medium-deep with low water-retention capacity) castor, pearl millet, rice as well as rainy-season sorghum are mainly cropped (Morduch, 1993, pp.7-8) .
The form of credit also differs among the three villages. While formal loans play an important part in Kanzara, the informal credit is dominant in Shirapur and Aurepalle. However, loans from relatives must be repaid with interest in Aurepalle, whilst interest is not charged in Shirapur (Walker and Ryan, p.206) .
How and Why was the EGS Mistargeted?
The EGS in Maharashtra has been regarded as a success of self-targeting (or self selection) mechanism in which a high work requirement results in a good targeting performance. However, Gaiha (1996a,b) concludes that the EGS was 'mistargeted' and the targeting performance worsened over the years by comparing the ICRISAT VLS in 1979 and that in 1989 contrary to the conclusions of the former researches 23 . This conclusion is confirmed by the fact that the share of the poor (and the landless) among the EGS participants corresponds to their share in labour force and it decreased over the years.
Although Gaiha (1996a) compares the share of the poor in the EGS participants and that in the total population (1979; 48%: 54%, 1989; 27%: 29%), whether the excess coverage (E-mistake) or the leakage of covering (F mistake) is more serious remains unclear. 4 The disaggregation into E-mistakes and F-mistakes reveals that the large and increasing F-mistake is a main reason of mistargeting and its worsening ( Table 1 ). The more important feature is that most of the poor are not covered by the EGS and 'leakage' expanded over the years, rather than the existence of the 'excess coverage.' 5 Although the scheme is not aiming to cover all of the poor, the large and increasing F-mistake implies that the EGS has not worked as 'targeting' scheme, although its self-selection mechanism has been believed to enhance the targeting performance.
( Table 1 to be inserted)
Then why the EGS was mistargeted even though its self-targeting aspect enhances in theory the targeting performance? Gaiha (1996b) attributes it mainly to the design and implementation of the scheme, i.e. to the political factors, 6 most of which can be attributed to organizational inflexibility and bureaucratism in the EGS pointed out by Terhal (1995) . Gaiha also suggests the possibility that the poor without political support are excluded from the project.
Although the above analysis is comprehensive, some theoretical investigations will give us further insights. Firstly, if Besley and Coate's (1992, pp.253-255) 'screening argument' is applicable to 'mistargeting' of the EGS, the work requirement will be below the optimal level at which 'the screening mechanism' works well so as to prevent the non-poor with higher opportunity costs of participation from participating the scheme. That is, mistargeting implies that 'the work requirement' is not so high and thus the high-ability individuals have incentives to participate in the scheme. Secondly, the aspect of piece-rate labour contracts of the EGS is worth investigating. Since the agricultural labour market in Maharashtra consists mainly of the daily-rated labour Ryan, 1990), Baland et. al.'s (1996) analysis of the coexistence 4 Following Stewart (1987, 1995) , F-mistake is defined as the mistake of failure to reach the targeted population, and E-mistake means the excessive coverage of the non-poor occurring when the intervention reaches the non targeted population. 5 The reason of the decrease in E mistakes from 1979 to 89 is a significant fall of the share of the EGS participant among the total population (17.7%⇒9.4%). However, it should be noted that if the rates of growth of poor and non-poor populations are different, the comparison of E and F mistakes over time is problematic. 6 Gaiha (1996b) argues that the employment rationing (due to the fact that the hike in EGS wages was not accompanied by a matching increase in the outlay) and the deficiencies of the design and implementation, such as the elaborate registration procedure, a long waiting time and the inappropriate choice of work site (very far in some cases) are main causes of mistargeting.
of daily-wage and piece-rate contracts in agrarian economies may be appropriate for explaining the labour market in Maharashtra. They show that daily-wage labourers form a convex set in the space of working ability and that 'workers of high ability prefer piece-rate wage contracts because these allow them to take advantage of the opportunity to work fast (and earn high wages) instead of being forced to adopt the sluggish pace of daily wage workers' and on the other hand 'workers with low ability prefer to work on piece-rate wage contracts because the pace of work on daily wage contracts is too demanding for them' (and thus workers with medium ability prefer to work on daily wage contracts) (Baland et. al., 1996, p.18 ). However, it should be noted that this model holds under a specific circumstance where every labourers with different levels of ability can choose between piece-rate contracts and daily-wage contracts without any cost and constraint.
The present analysis focuses on the labour market of the landless because most of the landless is wage labourer. While Both Besley and Coate (1992) and Baland et. al. (1996) are based on the different income-generating abilities among the labourers, there still remains an empirical question on how to measure the abilities of the labourers. Since the ICRISAT data do not cover this aspect, we assume here that there is a correlation between the income-generating ability and the average farm-wage per hour per worker over a fiscal year. And then we compare that average hourly farm-wage and its distribution of the EGS participants (those who are paid by piece-rate wage system) with those of the non-participants in order to indirectly examine the applicability of Besley and Coate (1992) and Baland et. al. (1996) . Table 2 shows that the average hourly farm wages of the EGS-participants were higher than those of the EGS non-participants from 1979 to 1984 and 1989 in both male and female except the cases of female in 1983-84. If the hourly average farm-wage expresses the incomegenerating ability, 7 it can be concluded that those who have high income-generating ability tended to participate in the EGS. 8 This implies that the EGS was mistargeted over the years among the landless labourers, that is, many of the landless labourers whose hourly-farm wages were not high did not participate in the EGS. Disaggregation by gender reveals that the wage differences between participants and non-participants were higher in male than in female except in 1979 and that hourly EGS wages of male were far higher than those of female, which implies that female labourers whose income-generating abilities were assumed to be low did not do remunerative (but physically-demanding) works.
(Table2 to be inserted) Table 3 shows the distribution of the average hourly farm wage of the EGS participants and the non-participants. Based on the theory of piece-rate wage of Baland et. al.(1996) , only the workers with high ability and low ability participate in the EGS and the workers with medium ability do not. This pattern is observed clearly in 1979 and 1984 but it is less clear in the other years that the low-ability labourers participated in the EGS. However, it is safe to conclude that many of the high-ability labourers (in top 20% rank of hourly farm wage) had a tendency to participate in the EGS. That is, Table 3 implies, given the high correlation of hourly-farm wage and labourer's ability, that a significant portion of the landless labourers with high ability tried to take advantage of the opportunity of working fast and hard in the EGS based on the piece-rate wage system and that many of the landless labourers with low ability preferred to work less-demanding works.
( Table 3 to be inserted)
Since the data related to the work requirement or the ability of the labourers are not available, it is difficult to judge whether 'the screening argument' or 'piece-rate wage theory' is appropriate for explaining the mistargeting of the EGS. If the former is applicable, the work requirement was too low to serve as the deterrent for the high-ability labourers. However, the further increase in the level of work requirement does not seem to improve targeting performance, because it was likely that the labourers with low-ability included the old or those with low nutritious level who could not satisfy higher work requirements. With regard to the latter, it seems to be safely concluded that piece-rate wage system which attracts the labourers with higher ability might be one of the reasons of mistargeting. Among landless labourers, the majority of those with middle and low abilities could not have access to the EGS, partly because they tend to prefer the farm work based on the daily wage contracts to the EGS. On the other hand, this observation corresponds to the argument of Gaiha (1996b) that the deficiencies of the design and implementation of the scheme inhibit the poor from participating in it.
The small share of the EGS participants in the total adult landless implies mistargeting itself, since the large portion of the landless were poor and only 44% of the landless were covered by the EGS over the years. With regard to the trend of mistargeting of the early 1980s, given a high correlation between the poor and the landless, we will note that the sharp improvement of targeting performance from1979 to1980 was followed by its gradual decline from 1981 to 1984 and there was a further large drop in targeting rates in the late 1980s (the share of EGS participants in the total adult landless: 1979; 30.6%, 1980; 63.8%, 1981; 55.3%, 1982; 53.3%, 1983; 40.5%, 1984; 40.9%, 1989; 15.8%) .
In sum, the large portion of the poor landless with relatively lower hourly farm wage could not participate in the EGS and the participants consisted mainly of the less-poorer landless with higher wage, not only because of the nature of the piece-wage system and but also because of the deficiencies of the design and the implementation of the scheme. 
Indirect Effects of the EGS
Indirect effects can be defined as any effects (other than direct effects) which arise through 1) the creation of the assets or the infrastructure by the scheme, 2) the changes of the market prices or wages (through market mechanism or the change of bargaining power between wage-laborers and large farmers), or 3) the additional demand created by a Keynesian-type demand-driven system. 10 All of these are usually observed some time (eg. several months, or years) after the scheme operated and are called 'second-round effects' and the last two are so-called multiplier effects. While the direct transfer effects occur immediately after the scheme operated and easy to identify, the indirect transfer effects continue for long time and difficult to be discriminated from the effects caused by other factors. However, it is clear that the indirect effects should also be considered in the evaluation of any policies, hence the present analysis focuses on such a long-run effect of the EGS.
The past studies point to substantial indirect effects of the EGS. With regard to the indirect effects arising through the assets, Planning Commission reports by investigating about 36 per cent of the total area of the eight blocks that sizable gains in output through the assets were created by the EGS (GOI, 1980 , cited by Ravallion, 1991 , p.163 and Hirway and Terhal, 1994 . Clearly, this effect is characteristic of the EGS whose primary objective is to improve the productivity of agricultural and other rural resources by constructing the assets such as wells and roads (Hirway and Terhal, 1994) and it cannot arise through universal transfer. However, there are restricting factors in this effect in the context of the EGS.
Firstly, since the scheme uses unskilled laborer and its costs consist of sixty per sent for wages and forty per cent for the rest, 'the productivity is bound to be limited even when the best management methods are employed and the most fruitful projects such as irrigation, land development and soil conservation, afforestation, are properly implemented' (Dandekar, 1983, p.66) . In addition, without appropriate project selection and supervision in the EGS, long delays will occur in completion of the work (Hirway and Terhal, 1994, pp.111-112) and thus the longrun rate of return of the project will become considerably lowered. Secondly, the distribution of the benefits brought by the EGS assets was often disproportionate, i.e., they were in favor of the medium and large farmers who were not poor (ibid., p.112, Dandekar and Sathe, 1980, pp.710-711) . In order for the marginal and small farmers to have access to the EGS assets, institutional arrangements for them to be able to participate in local-decision making is crucial (Hirway and Terhal, 1994, p.113 ).
The recent study by Gaiha (1997a) based on the ICRISAT VLS data clarifies that the EGS has a substantial effect on agricultural wages especially in the long run because the bargaining position of the rural workers toward the large landholders was strengthened due to the existence of the option of the employment in the EGS, and he concludes that a sharp reduction in the share of poor participation was compensated by higher agricultural wage. Similar conclusion that multiplier effects are substantial is drawn from the theoretical model of Ravallion (1990) which assumes the urban/rural dualistic economy with mobility between a rural sector where wage is flexible and an urban sector where wage is fixed. However, Ravallion et. al. (1993) conclude by econometric analysis based on 1987-89 data that only 10 % increase in the EGS wage was passed on the agricultural wage rate and that second-round effects were not large 11 . There still remains an empirical question as to how large the multiplier effects of the EGS are.
SAM analysis on the EGS
Among various approaches 12 which can evaluate the indirect effects and the linkages within the village, the present analysis focuses on village-level Social Accounting Matrix (SAM) model which captures the linkages among the activities within a village and those between a village and the outside world 13 (Taylor and Adelman, 1996) . Since the ICRISAT data exclude all the households whose primary and secondary income is not agricultural and thus do not cover all the necessary information for constructing a SAM, the following analysis is basically based on the former studies Sadoulet, 1990 and Subramanian, 1996) in which a SAM of Kanzara, one of the villages of Maharashtra, in 1984 was constructed to analyze the village structure. 14 These studies use the ICRISAT Village Level Studies (VLS) and the data on nonagricultural activities which were collected by Subramanian (1988) . The methodology used in this paper is to change the exogenous variables of their SAM by using the additional data of ICRISAT VLS and to compare the results. Table 4 shows the schematic SAM which shows the structure of their analysis, and the initial aggregated SAM is shown in the appendix. The each column shows the expenditure account and corresponds to the each raw account which indicates the revenue account, and the column total (the total expenditures) are equal to the raw total (the total revenues). This matrix explains the structure of the village economy which comprises of various activities, factors, and the institutions. Following Subramanian and Sadoulet (1990) , the rest of India, Government Services, and agriculture are regarded as exogenous in the model. The following experiments are made by adjusting exogenous accounts. In particular, the wages of the EGS correspond to 'factor earnings from outside', and the transfer by the government corresponds to 'transfer from outside' in the table 4.
( Table 4 to be inserted) Table 5 shows the results of various experiments as to the counter-factual of the EGS by using a SAM model. Experiment 1 shows the case without the EGS assuming that the forgone income is zero. Obviously, the landless salaried and small household classes which include more participants of the EGS loses more greatly than medium and large farmers. The accounts of outputs, savings, and rest of India are also reduced significantly through the multiplier effects.
Experiments 2 and 3 show the cases when the loss of the EGS in experiment 1 is supplemented by household-based universal transfer and individual-based universal transfer (of the same budget of the EGS) 15 respectively. In these cases, total household income and total output remain almost same. The households which consist of 'large farmers' gain more income in case of universal transfer, and individual-based universal transfer brings a more regressive result because there are more average members in the larger households than in the smaller households.
( Table 5 to be inserted)
But the assumption that the foregone income is zero is not realistic, because without the EGS the participants will try to use part of their time in other income-generating activities. Then, the necessity of taking the forgone income explicitly arises. Datt and Ravallion (1994) and Ravallion and Datt (1995) use the conditional time allocation model (CTAM) which considers 'the intra-household allocation of time conditional on existing public-works employment' Ravallion, 1994, p.1347, 
emphasis in the original) based on ICRISAT VLS in order to
analyze the net direct transfer effects of the EGS. Using their analysis as to average forgone incomes of the EGS (Ravallion and Datt, 1995, p.424) , we take into account the forgone income in the experiments 4, 5, and 6. 16 Once we take into account the foregone income of the participants (in the experiment 4), the decrease in the total household income and in the output is reduced by 40 % (compared with the experiment 1). If we add the universal transfer of the same budget of the EGS and the forgone income (in the experiment 5 and 6), the total household income will increase by 1 % and the total output will go up by 0.46-0.47 %. Since the experiments 5 and 6 can be regarded as the relevant counter-factual of the EGS in that the forgone income is considered, it can be concluded that the universal transfer is more efficient than the EGS, even if the multiplier effects are taken into account. 17 This is mainly because the forgone income of the EGS is substantial. If we compare the initial state (with the EGS) with the cases with universal transfer (experiments 5 and 6) from the viewpoint of the equity, the result of the household-based transfer scheme (experiment 5) is the most equitable, that of the individual-based universal transfer (experiment 6) is the second best, and the initial state is the worst. This result that 'universalism is more equitable than targeting' seems to be contradictory at first sight, but it corresponds to the conclusion of Gaiha (1996a, b) that the EGS was mistargeted and shows that it still holds once multiplier effects are taken into account.
These results must be treated with caution because only a part of the indirect effects, the multiplier effects are considered in the SAM analysis. What is more important is the indirect effects created by the EGS assets. Due to the limitation in the availability of the data, we follow the methodology of Subramanian and Sadoulet (1990) who investigate the effects of the investment in the irrigation by regarding it as the transfer from the dry lands into the wet lands.
We assume here that the two-thirds of the non-wage costs (i.e. about 22 % of the total costs of the EGS, if one-thirds of the total costs are the non-wage costs as assumed in Ravallion and Datt (1995) ) are spent in the costs of constructing wells and electric pump sets and 'the benefits of irrigation are---measured by the difference in value added (VA) per acre between irrigated and dry land, which in 1984 was Rs 579 for large farmers' and 'this increase was assumed to apply to all farms' (Subramanian and Sadoulet,1990, p.157) 18 . The effect of the EGS asset is shown in 16 We assume that the time allocation of 1984 in Kanzara is as same as that of six years (1979) (1980) (1981) (1982) (1983) (1984) in Kanzara which is calculated by Ravallion and Datt (1995, p.424) . According to them, among all activities (84.39 days) corresponding to 'public works', 32.96 days should have been spent on wage labour. 17 This conclusion (universalism is better than targeting) corresponds to that of Ravallion and Datt (1995) who uses the counter-factual approach to analyze the direct transfer effects. 18 In our case, it should be noted that the multiplier effects are assumed to be distributionally neutral. 18 We assume that in this experiment, for simplicity, all the EGS assets are irrigation, but it overestimates their effects because the productivity of the irrigation is relatively higher than the other EGS assets. It should be the experiment 7 in Table 4 . The increase in both total household income and outputs is substantial, given that the effect of the irrigation is observed in the same year. The implication of this experiment is twofold. Firstly, the comparison of the experiment 5/6 and the experiment 7 seems to imply that universalism is slightly more efficient than the EGS with the indirect effects created by assets. However, the indirect effects arising through assets, such as irrigation, remain forever (if depreciation is ignored), and thus these effects are accumulated as long as the EGS continues every year, on the other hand, the effects of the universal transfer is limited within a year. Hence, experiment 7 implies that the effects of the continuation of the EGS for a couple of years may exceed those of the universalism. Secondly, the benefits of the irrigation concentrate on the large farmers, since they can appropriate most of the multiplier effects arising in the process of shifting from dry agriculture to wet agriculture. This result corresponds to the claim that 'in Maharashtra a disproportionate share of---extra benefits (created by the EGS assets) has gone to the rural rich and this has been an important factor in achieving political support for the EGS'(World Bank, 1990, p.98) . Although experiment 7 is a 'back of envelope' estimation, it shows that an indirect effect created by assets is substantial and that careful design and implementation are necessary in order for the poor or the landless to enjoy the benefits of the EGS assets. This conclusion is similar to the results of Narayana, et. al (1988) who argue using a CGE model that rural works programs in India can become an effective instrument for virtually alleviating poverty through the long-term indirect effects, including the effects created by roads or irrigation, if they are well planned and executed.
Concluding Observations and Policy Implication
In the current debates around poverty alleviation policies in developing countries which face the necessity both of reducing the poor and of limiting the public spending, 'targeting' is regarded as an attractive way of intervention. However, substantial costs, such as administrative costs are necessary for 'targeting the poor' accurately. That is why the recent theoretical arguments have focused on the advantage of the self-targeting scheme, such as workfare scheme, noted that in 1984-85, only 32.3% of the total expenditure of the EGS is spent on irrigation (Hirway and Terhal, 1994, p.113). which is thought to have a relatively small targeting cost (eg. Besley and Kanbur, 1993; Sen,1995) .
The Employment Guarantee Scheme (EGS) in Maharashtra has long been believed to be a success of the self-targeting scheme through workfare leading to a good targeting performance.
However, as Gaiha (1996a, b) points out, the EGS was mistargeted and the targeting performance has become worse over the years. The disaggregation of the landless reveals that the poorer people in this subgroup with low income-generating ability (with low hourly farmwage) are excluded from the EGS due to the political factors, such as failure of the design and implementation, and the economic factors, that is, the piece-rate wage system of the scheme.
Apart from the price effects, such as the increasing agricultural wage of the EGS through the improved position of the small farmers or landless labourers toward the large landholders, even if the multiplier effects of the EGS are taken into account by the re-worked SAM models, it can be concluded that universal transfer of the same budget of the EGS is more efficient in alleviating poverty than the EGS. It corresponds to the analysis of the Ravallion and Datt (1995, p.435 ) who conclude by investigating the direct transfer of the EGS that universal transfer of its same budget had a greater impact on poverty incidence. However, the continuing indirect effects created by the EGS assets might have a potential which makes the EGS more efficient than the universal transfer as Ravallion and Datt (1995, pp.432-434) predict. On the other hand, our result also suggests a caveat that the EGS will become far less cost-effective than universalism without efforts of policy-makers to select the projects yielding high productivity and maintain the infrastructures in good conditions.
Another caveat is related to the issue of equity. The preceding analysis not only clarifies 'the anti-targeting' of the EGS by which 'the poorer of the landless (who are poor) are excluded' but also implies the possibility that the indirect effects created by the EGS assets might be appropriated mainly by large farmers. Main solution is to change the design of the EGS to make the participation of 'the poorer' in the scheme and the access to the EGS assets easier. Further, since the preceding analysis predicts a limitation of the self-targeting scheme, the supplementary policies, such as 'landless-targeting' or 'targeting the households which do not include the would-be (or high-income generating) participants' should be combined with the EGS.
Further implication of the preceding analysis is related to the methodologies of the evaluation on poverty alleviation policies. Although the effects of any anti-poverty policy are not confined to the direct effects but include the indirect effects, most of the past studies focus only on the direct effects. Hence, the village-level SAM or CGE model should be encouraged to construct to analyze the indirect effects of the policy based on the improved household data and researches in many developing countries. Table 1 Mistargeting of the EGS 1979 1989 E-mistake *1, *2 20.0% 9.7% F-mistake *1, *3 84.2% 91.1% The Share of the poor in the participants in the EGS *1 48.2% 27.3% The Share of the poor in the total population *1 54.0% 29.0% Source: ICRISAT VLS data and Gaiha (1996 a). Notes *1 Poverty Threshold is set to be per capita income of 180Rs.
*2 (E-mistake) = {(The number of the non-poor EGS participants) / (The total number of the non-poor)}*100 *3 (F-mistake) = {(The number of the poor not covered by the EGS) / (The total number of the poor)}*100 Source: Calculated from the ICRISAT VLS data. *The adults who did not participate in the agricultural labour markets (i.e. whose average farm hourly income is zero) are not included. ---
Commodities
Profits to households
Capital --- --- --- Savings --- --- --- --- --- --- Stocks --- Commod- ity supplies from stocks --- Change in Private Stocks --- --- --- --- --- --- Maintenance Mainte- nance expences --- --- Mainte- nance of consumer durable --- --- --- --- ---
Maintenance expenses
Exogenous
Rest of India Taxes to rest of India Imports Factor pay -ments outside Transfer to rest of India Capital outflows
Source: Based on Subramanian and Sadoulet (1990, p.136) .
(*1) The wage of the EGS can be adjusted through the factor earnings from outside. (*2) The universal transfer can be adjusted through the transfer from outside. Subramanian and Sadoulet(1990) and ICRISAT VLS data. 
